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OREGON BUSINESS - SEPTEMBER 


% Change 
August September (adj,-adjusted 
for days) 


Retail Sales (594 Indenendent Stores) $7,381,472 $8,202,936 #13.1 adj. 


Bank Debits (95 Banks and Branches) $476,304,758 $506,815,815 $10.7 adj. 
Building Permits (46 Cities) $2,533,770 $2,419, 768 = 4,5 
| Lumber Production (wkly.ave.-bd.ft, )a/ 174,173,900 166,962,000 - 4,1 
Ordinary Life Insurance Sales $4,176,000 $3,938,000 - 5,7 
Business Failures (liabilities) $28,000 $67,000 4139.3 
1/ Western Oregon and Western Washington 


(See pp. 6=7 for comment and indexes for 12 Oregon Trade Areas 
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OPERATING COSTS IN SLALL AND MEDIUM-SIZE OREGON STORES 


N. H. Comish, Professor of Business Administration | 


At the present time, retailers find many difficulties in conducting their 
business, War priorities prevent the purchase and sale of various articles; 
credit regulations restrict the sale of goods on time; labor shortages limit 
store services; and price ceilings hold down markups, These interferences 
with retail business are forcing merchants to look critically into their operate 
ing expenses with the view of holding them down in order to make profits, it 
is therefore timely to look into the oporating costs of different types of 
stores in Oregon and to discuss the factors affecting store expenses, 


Operating costs for 2 number of Oregon retail stores for 1940 are avail- 
able as a part of the results of a questionnaire designed by the author to 
investigate retail stancards and efficiency, These questionnaires were used 
as the basis of personal interviews between some of the author's research 
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students and 525 selected Oregon retailers scattered throughout the state (with 
the exception of the eastern part). The quostionnaires were filled in by the 
‘students during their personal interviews with retailers, The data were then 
returned to the University of Oregon, where a statistical analysis has been made, 


Of the 525 merchants interviewed, about 70 per cent had an dnnual volume of 
business ranging from $5,000 to $50,000; approximately 30 per cent had yearly sales 
totaling over $50,000, Most of the retailers reporting were, therefore, small and 
medium-size merchants, Forty per cent of the 525 retailers gave their operating 
costs for 1940, That percentage seems ample to insure a representative sample, 
Apparently, the retail operating costs derived are represertcsivn of the small and 
medium-size stores in Orefon, Table I (page 2) gives arithmetical averages of the 
percentage which various types of expenditures bear to net sales for different 
store classifications. 


As will be noted in the table, the per cent of total operating costs to net 
sales varies appreciably for the different store classifications, The percentage 
range is from 42,8 per cent in the case of flower shops down to 17.3 per cent in 
the case of grocery and meat stores, Next to flower shops stand bakeries on the 
percentage cost scale, They have an average total cost of 42.7 per cent. Jewelry 
and department stores likewise stand high, having a total expense of 38.9 per cent 
and 31.8 per cent, Furniture, miscellaneous, mens! wear, shoe, womens’ apparel, 
and electric-appliance store costs also fall in the 30's, Their operating costs are, 
respectively, 30.8 per cent, 30.5 per cent, 31.5 per cent, 30,6 per cent, 31.4 per 
cent, and 30,2 per cent, 


For other types of stores, the ratios of expenses to net sales are a little 
lower, dropping into the 20's, with the exception of general stores, The average 
total expense for drug stores is 28 per cent; for book, gift, and stationery shops, 
28.8 per cent; for hardware stores, 26.8 per cent; for sporting goods shops, 28.4 
per cent; and for variety stores, 29,1 per cent, For general stores, operating 
costs are 17,8 per cent of sales, 


Such variations are to be expected for a number of reasons, Different types 
of stores sell different goods, vary in the assortment of merchandising stocked, 
differ in services given consumers, are unlike in merchandising methods and policies, 
have different cost locations, These factors, among others, make for variations in 
the operating costs of different kinds of stores, 


If the data were available, it would be exceedingly interesting and worthwhile 
to compare the 1940 store costs with the present-day retail expenses in the Oregon 
stores which were investigated, But, since the presenteday operating costs are not 
available, the next best thing is to point out and discuss some of the vital factors 
which have influenced present retail expenses up to the passage early this month 
of the Federal legislation freezing farm prices, wages, salaries, and rents, To 
facilitate the discussion, the different items of expense will be singled out for 
treatment. 





2/ Students who helpned with the survey end the statistical analysis of the results 
are; Laurita Christofferson, Marcia Judicins, P. D, Lamb, P, F. Larson, Sarah E, 
Ray, Ida L, Reed, L. M, Ruecker, A, R. Show, Doris Smeed, and June Tyler, 
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Payroll costs have been definitely affected by the war. Retailers have been, 
to an increasing extent, competing with industry in the labor market, Defense 
industries particularly have been paying such relatively high wages that they have 
been taking employees away from merchants, In order to hold some of their desirable 
help, many retailers have had to raise wages and commissions, Also, retail workers 
have been going into the Army, Navy, and Air Corps. In order to get replacements, 
retailers have had to increase the employee's pay. A greater labor turnover has 
increased the costs of training, Such forces, playing upon the retail payroll, 
have tended to enlarge it since 1940, 


To offset the effects of the foregoing factors, retailers have been trying to 
make labor economies. In some stores the number of salespeople has been reduced, 
with the hope that customers would be satisfied with slower selling service, 
Deliveries have been reduced in number, The reduction has resulted in labor savings 
as well as economies in equipment. Some stores have gone on a self-service basis; 
others have set up a partial self-service plan, But the nature and characteristics 
of many store buildings preclude self-service, liany customers, too, are not in 
favor of such PYimited service, Hencc, most merchants cannot take advantage of the 
economies to be derived from the self-service scheme, Packaging in many stores 
has been reduced to a minimum, To some extent, this has helped to reduce the size 
of the payroll, War priorities, which have prevented the purchase and sale of some 
commodities, likewise have tended in some instances to reduce the number of workers 
in stores, 


Significant as these labor economies have been, however, it is extremely 
doubtful if they counterbalance the increased wages and commissions which retailers 
have been forced to grant in these war times, To hold dovm total operating costs, 
retailers have also had to economize elsewhere. 


Some merchants have attempted to reduce rental payments; but generally there 
has been little opportunity for such economy, By and large, rents have risen 
rather than declined, The growth of var industries in many places has increased 
store rentals where they were not tied dorm by long-term contracts or frozen by the 
government, Thus, only in tovms and cities in which the populations dvindled have 
there beon chances for some merchants to cut rent charges, All things considered, 
it appears that store rentals were higher on October 1, 1942 than in 1940, 


Merchants have had considerable opportunity to reduce expenditures for adver- 
tising. For some time retailers have found themselves in a sellers’ rather than a 
buyers! market. Customers have needed but little prodding to buy goods since 1940-- 
end practically none since Pearl Harbor, Many Oregon retailers have consequently 
reduced their allotments for advertising. Yet many merchants realize--and rightly 
too--that it is dangerous to cut publicity budgets too drastically. They appreciate 
that advertising, as always, is needed, 


Informative advertising is now especially necessary, The merchant who has 
limited his service continues to need adverti sing to assist him in keeping satisfied 
customers. The retailer who has to sell substitutes because of war shortages needs 
advertising to inform the public about the characteristics and uses of his substitute 
items, The dealer who has to limit his fashion offerings needs advertising to herald 
the news properly. The shopkeeper who has to reduce the number of his price lines 
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needs advertising to convince the public that he is justified in so doing. And ; 
most retailers need advertising to keep their good names in a favorable light before 
the public, Thus there are definite limits to the economies which can be effected 
through the curtailment of advertising expenditures, 


Outlays for taxes have increased since 1940, and will probably continue to 
increase for some time to come, Interest paid by merchants has been about the 
same as in 1940, 


Losses from bad debts have vrobably decreased since 1940, for two reasons, In 
the first place, definite limits, as all merchants lmow, have been placed by the 
government on retail credit, These restrictions have reduced credit risks, In the 
second place, the purchasing power of customers has risen since 1940 as a result 
of increased wages end salaries, As one consequence, store patrons have been in 
a better position to pay off their retail debts than they were in 1940, Hence 
those merchants who have been as conservative in extending credit as they were in 
1940 undoubtedly have fever and smaller bad debts than in that year, 


The outlay for store sup»vlies has risen because of increased prices for these 
items since 1940, While there has been some curtailment in the use of retail 
supplies because of the minimizing of packaging in stores and the discontinuance 
of the sale of some articles, the effects could hardly be expected to counteract 
the increased prices of supplies in general, The supply cost item is now greater. 


In the case of unclassified expenses, some have risen, a few have remained 
about the same, and still fever have fallen. The costs for heating and traveling 
have gone up since 1940, Depreciation and lighting costs have remained about the 
same, Costs of returned goods have probably fallens the reason lies in the fact 
that there has been a marked standardization of products since Pearl Harbor, and 
some merchants have discontinued the sale of goods om approval, Unstandardized 
merchandise and the sale of articles om approval are among the prominent reasons 
consumers give for returning and exchanging goods, 


All factors considered, however, it seems reasonable that the total operating 
costs of small and medium-size stores in Oregon have risen since 1940, This fact 
should be given due weight by those Oregon merchants who might desire to use the 
1940 operating figures, given in Table I, as goals and standards of efficiency for 
their store operations, The various items of expense should be modified in line 
with changed conditions, 
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OREGON BUSINESS - SEPTEMBER 


General Business. Business activity in general in Oregon, as measured by 
debits to accounts of 95 banks and branches throughout the state, increased again 
in September for the sixth consecutive month, The advance in September over August 
was 10.7 per cent (adjusted for cays.). All areas shared in the increase, due 
partly to the seasonal pick-up in retail sales, but the Upper Columbia River and 
Pendleton areas led the others by substantial marginse Percentage changes by areas 
were as follows: 

% Change. 
September 1942 over August 1942 


Portland 

Lower Willamette Valley 
Upper Willamette Valley 
North Oregor Coast 
Douglas = Coos Bay 
Southern Oregon 

Unper Columbia River 
Pendleton 

Central Oregon 

Klamath Falis - Lakeview 
Beaker - La Grande 

Burns = Ontario 
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Retail Sales. Sales of the 594 independent retailers in Oregon who reported 
to the San Francisco office of the U. S. Bureau of the Census increased 13.1 per 
cent (adjusted for days) in September as compared with Auguste. September 1942 
sales were 13.3 per cent above Sentember 1941 sales, and sales for the first nine 
months of 1942 were 7 per cent higher than for the corresponding period of last 
yeare 


Percentage changes by lines of merchandise are shown in the following table: 


September 1942, compared with 
August 1942 September 1941 


Department Stores ‘ $¢ 19.0% . 7 $ 22.6% 
Food Stores : ® ton} + 33.0 
Eating and Drinking Flaces ' + 9.8 : + 53.5 
Drug Stores ° # 562 + 31.4 
Apparel Stores ; SS ae $ 24.43 
Motor Vehicle Dealers : - 12,4 - 47.1 
Furniture = Household = Radio Group ¢ 15,7 . ¢ 135.9 
Lumber - Building - Hardware Group : % 19.2. ~ 11.9 


Indevendent retailers in Portland reported a gain of 21 per cent over September 
1941; Salem stores gained 9 per cent; while sales in Eugene declined 6 per cent, 
_ in Astoria, 2 per cent, and in Klamath Falls, 12 per cent. In the last three cities, 
1942 sales have been less than 1941 sales for the past five months, Stores in 
rural arcas (less than 2,500 population) reported an average gain of 7.3 per cente 














OREGON BUSINESS REVIEW 


a - 

















Percentage changes by areas were as follows: 


September 1942, compared with 
August 1942 September 1941 


15.9% 

12.1 
5.4 
306 
Se2 

28.1 
1.6 


Portland » 15,2% 
lovrer Willamette Valley @ 2724 
Upper Willamette Valley ¢ 8.9 
North Oregon Coast * 10.3. 
Douglas = Coos Bay + 10,0 
Southern Oregon # 5.7 
Central Oregon and Klamath Falls - Lakeview + 6,35 
Baker - La Grande and Burns - Ontario) 

Upper Columbia River and Pendleton ) + 16.3 - 4.5 
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Building Permits. forty-six Oregon cities issued building permits authorizing 
a total of $2,419,768, a decrease of 4,5 per cent as compared with August. As in 
the previous month, practically all permits were for war housing projects in the 
Portland area, which accounted for over 90 per cent of the state total. Pr the 
state as a whole, permits for new residential construction were $1,521,065, an 
increase of 11.2 per cent; permits for new non-residential construction fell off 
33.2 per cent to $677,379 (of which all but $21,719 was in Portland); and additions, 
alterations, and repairs increased 45.3 ner cent to $221,324. The volume of war 
housing in Portland during the last two months has been sufficient to maintain the 
state total figures at about twice their level for the last year or more, 


lumber Production. Production, shipments, and orders received in the West 
Coast (Western Orezon and “Western Yashington) and Western Pine (Eastern Oregon and 
Eastern Washinzton) areas were reported by the National Lumber Manufacturers 
Association for the five weeks ending October 3 and the same period a year ago as 
follows: 





September 1942 September 1941 % Change 
(M bdde fte ) (M bd. ft.) 


West Coast a 
Production 561,276 514,410 9.1% 
Shipments 386,880 625,031 6.1 
Orders Received 627,556 575, 562 9,0 
Unfilled Orders-= 879,145 554,911 58.4 
3 Uctober 3, 1942 and October 4, 1941 


Western Pine 
Production 430,351 450,389 - 4,4 
Shipments 408 ,574 467,069 - 12.5 
Orders Received , 442,024 431,370 + . 325 
Unfilled Orders-- 426,383 350,498 + 21.7 
October 3, 1942 and October 4, 1941 L. MK. FP. 
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